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these fmancial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United 
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as well as evaluating the overall fmancial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the fmancial position ofthe Association as of June 30,2012 and 2011, and the changes of its net 
assets and its cash flows for the years then ended in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 26, 2012 on our consideration ofthe Association's intemal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements and other matters. The purpose of that report is to describe the scope of our 
testing of intemal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the intemal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Governmental Auditing 
Standards and should be read in conjunction with this report in considering the results of our 
audit. 

1100 North 18th Street Monroe, Louisiana 71201 
Tel: (318)387-2672 • Fax: (318)322-8866 • Website: www.afullservicecpafirm.com 

MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 

http://www.afullservicecpafirm.com


Board of Directors 
The Arc of Morehouse 

Our audits were conducted for the purpose of forming an opinion on the financial statements taken as 
a whole. The accompanying financial information listed as Supplemental Schedules in the Table of 
Contents is presented for purposes of additional analysis and is not a required part ofthe financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of 
the financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the 
fmancial statements taken as a whole. 
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THE ARC OF MOREHOUSE 

STATEMENTS OF FINANCLAL POSITION 

June 30,2012 June 30,2011 

ASSETS 

Cash and Cash Equivalents 
Investments 
Accounts Receivable 

Services 
Other 

Prepaid Expenses 
Fixed Assets 
Accumulated Depreciation 

TOTAL ASSETS 

$ 492,144 $ 

101,070 

198,385 

1,434 

14,273 

996,492 

(656,401) 

1,147,397 $ 

435,211 

148,582 

226,942 

2,505 

14,483 

964,355 

(606,148) 

1,185,930 

LIABILITIES AND NET ASSETS 

Liabilities 
Accounts Payable 
Accmed Payroll and Taxes 
Other Accmed Liabilities 

Total Liabilities 

8,883 
41,214 
5,364 

55,461 

8,823 
86,670 
5.570 

101,063 

Net Assets 
Unrestricted 

Total Net Assets 

TOTAL LIABILITIES AND NET ASSETS 

1,091,936 
1,091,936 

1,147.397 S 

1,084,867 
1,084,867 

1,185,930 

The accompanying notes are an integral part of these financial statements. 
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THE ARC OF MOREHOUSE 
STATEMENTS OF ACTIVITIES 

Support, Revenue and Gains 
Intergoverrmiental Revenue 
Program Receipts 
United Way 
Donations 
Memberships 
Interest 
Miscellaneous 

Totai Support, Revenue and Gains 

Expenses 
Program Services 

Adult Habilitation 
Contract Services 
Supported Living 
East Morehouse Community Home 
Crossett Road Community Home 

Total of Program Services 

Supporting Services 

General and Administrative 

Total Expenses 

Loss on Disposal of Assets 

Increase in Net Assets 

Net Assets at Beginning of Year 

NET ASSETS AT END OF YEAR 

Year Ended June 30, 

2012 

1,690,722 $ 

276,211 

1,491 

487 
808 

3,226 

22,987 

2011 

1,811,645 

368,730 

2,435 

340 
1,365 

3,565 

1,378 

1,995,932 

1,596,295 

391,985 

1,988,280 

(583) 

7,069 

1,084,867 

2,189,458 

250,823 

128,480 

672,651 

256,443 

287,898 

310,603 

133,530 

718,428 

303,399 

298,169 

1,764,129 

335,690 

2,099,819 

89,639 

995,228 

$ 1,091,936 $ 1,084,867 

The accompanying notes are an integral part of these financial statements. 
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T H E A R C O F M O R E H O U S E 

S T A T E M E N T S O F C A S H F L O W S 

Years Ended June 30, 
2012 2011 

50,976 

583 

29,628 

210 
60 

(45,456) 

(206) 

50,297 
-

(14,346) 

(6,000) 

1,349 

(10,153) 

(259) 

Cash Flows From Operating Activities 
Increase in Net Assets $ 7,069 $ 89,639 
Adjustments to Reconcile Change in Net Assets 

to Net Cash Provided by Operating Activities: 
Depreciation 
Loss on Disposal of Assets 
Changes in Assets and Liabilities: 

Accounts Receivable 
Prepaids and Other Current Assets 
Accounts Payable 
Accrued PayroU and Taxes 
Other Accrued Liabtiities 

Net Cash Provided by Operating Activities 42,864 110,527 

Cash Flows From Investing Activities 
Sales (Purchases) of Investments, Net 47,512 (52,896) 
Additions to Property and Equipment (33,443) (10,218) 

Net Cash Used by Investing Activities 14,069 (63,114) 

Net Increase in Cash and Cash Equivalents 56,933 47,413 

Beginning Cash and Cash Equivalents 435,211 387,798 

ENDING CASH AND CASH EQUIVALENTS • $ 492,144 $ 435,211 

The accompanying notes are an integral part of these financial statements. 
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THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2012 AND 2011 

Note 1 - Description of Organization 

The Arc of Morehouse (the Association) is a nonprofit voluntary health and welfare 
association chartered in 1955 to promote the general welfare of mentally retarded persons 
residing in Morehouse Parish. 

Note 2 - Summary of Significant Accounting Policies 

A. Financial Statement Presentation 

In accordance with the Financial Accounting Standards Board Accounting Standards 
Codification (FASB ASC) 958-205, the Association is required to report information 
regarding its financial position and activities according to three classes of net assets 
(unrestricted net assets, temporarily restricted net assets, and permanently restricted 
net assets) based upon the existence or absence of donor-imposed restrictions. The 
Association has not received any contributions with donor-imposed restrictions that 
would result in permanently restricted net assets. 

The Association has also adopted FASB ASC 958-605, "Not For Profit Entities-
Revenue Recognition." In accordance with FASB ASC 958-605, contributions 
received are recorded as unrestricted, temporarily restricted, or pennanently restricted 
support depending on the existence or nature of any donor restrictions. At June 30, 
2012 and 2011, the Association received no contributions which were either 
temporarily or permanently restricted. 

Donations are considered to be available for unrestricted use unless specifically 
restricted by the donor. Restricted contributions received during the year whose 
restrictions are met in the same reporting period are treated as unrestricted 
contributions. 

B. Basis of Accounting 

The financial statements have been prepared on the accmal basis of accounting, 
whereby revenues are recognized when eamed and expenses are recognized when the 
related liabilities are incurred. 

C. Cash, Cash Equivalents, and Investments 

The Association considers all highly liquid investments with a maturity of three 
months or less when purchased to be cash equivalents. 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2012 AND 2011 

The Association's investments at June 30, 2012 and 2011 consisted entirely of 
certificates of deposit with maturities greater than three months. The certificates are 
reported at cost which approximates fair market value. 

D. Fixed Assets 

Fixed assets are recorded at actual or historical cost. Donated assets are recorded at 
fair market value on the date of donation. Maintenance and repairs of property and 
equipment are charged to operations and major improvements are capitalized. The 
Association has a policy to capitalize fixed assets costing more than $500. Upon 
retirement, sale or other disposition of property and equipment, the cost and 
accumulated depreciation are eliminated from the accounts and the gain or loss is 
included in operations. 

Depreciation of buildings and equipment is computed by the straight-line method 
over the following estimated service lives: 

Years 
Buildings and Improvements 
Furniture and Equipment 
Vehicles 

15-30 
5-10 
3-5 

E. Allocation and Functional Expenses 

The costs of providing various programs and other activities have been summarized 
on a functional basis in the Statement of Activities and in the Statement of Functional 
Expenses. Accordingly, certain costs have been allocated among the programs and 
supporting services benefited. Expenses that can be identified with a specific 
program and support service are allocated directly according to their natural 
expenditure classification. Other expenses that are common to several fimctions are 
allocated by various statistical bases. The Association records its expenses in several 
ways: direct, indirect, and shared. Direct costs are the total costs of direct support 
where staff is paid for only that program. Indirect costs are of two types. Level I 
indirect costs are salary expenses of an employee whose activities are shared between 
more than one program in the same department. Level II indirect costs are salary 
expenses shared between more than one department. Shared expenses represent the 
Supporting Services costs. 

F. Programs 

The Association's principal programs and primary funding sources are: 

10 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2012 AND 2011 

Aduh Habilitation (Day Program) - The Aduh Habilitation fimds are used to train 
clients in vocational and prevoeational activities and supportive services. 

Contract Services - Contract Services income is derived from services performed by 
clients which include janitorial and other contracts. 

Supported Living - Supported Living income is received from the Louisiana 
Department of Health and Hospitals. This program, similar to the Residential 
Services, helps the individual clients become more independent by providing support 
and training in their residences vidthin the community. 

Residential Services - Residential Services income is received from the Louisiana 
Department of Health and Hospitals. Clients pay a pro-rata share ofthe costs based 
on their income. This program provides clients with a home environment within the 
community and helps them become more independent citizens. 

G. Tax-Exempt Status 

The Association is exempt from income tax under Section 501(c)(3) ofthe Intemal 
Revenue Code (the Code) and, therefore, has no provision for Federal income taxes. 
Contributions to the Association are tax deductible within the limitations prescribed 
by the Code. 

H. Estimates 

The preparation of financial statements in confonnity with generally accepted 
accounting principles requires management to make estimates and assmnptions that 
affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

/. Reclassifications 

Reclassifications have been made to the prior year financial statements to make them 
comparable to the current year presentation. 

11 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30,2012 AND 2011 

Note 3 - Fixed Assets 

Fixed assets consisted ofthe following: 

Depreciable Assets 
Buildings 
Equipment 
Vehicles 
Improvements 

Total depreciable assets 
Less: Accumulated depreciation 

Net depreciable assets 
Nondepreciable Assets 

Land 
Constmction In Progress 

Total nondepreciable assets 

June 30, 2012 

$ 481,293 
139,054 
250,950 

81,975 
953,272 

(656,401) 
296,871 

16,220 
27,000 
43,220 

June 30, 2011 

$ 481,293 
133,917 
250,950 

81,975 
948,135 

(606,148) 
341,987 

16,220 
„ 

16,220 

Total fixed assets $ 340,091 $ 358,207 

Depreciation charged to expense in 2012 and 2011 is $50,976 and $50,297, respectively. 

Note 4 - Commitments 

During the year ended June 30,2012, the Association signed a contract for the renovation 
of its Lucy Hudson Activity Center. The contracted amount for the renovations was 
$54,000. At June 30,2012, the Association was obligated for $27,000 for the remainder of 
the contract. 

Note 5 - Concentrations and Uncertainties 

Certain financial instruments potentially subject the Association to concentration of credit 
risk. These financial instmments consist primarily of cash and cash equivalents. The 
Association maintains its cash in various bank deposit accounts, which at times may 
exceed federally insured limits. The Association has not experienced any losses in such 
accounts. At June 30, 2012, no bank deposits exceeded the federal insured limits. 

The Association receives approximately 85% of total revenue and support from various 
state agencies. Federal and state budget cuts have resulted in decreased revenues for the 
Association in the current year and it is likely that additional cuts will be made in 
subsequent periods. 

12 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2012 AND 2011 

Note 6 - Retirement Plan 

Effective July 1, 2005, the Association began contributing to the American Fimds 403(b) 
retirement plan at a rate based on term of service and contingent upon agency funds being 
available. The Association will match up to 50% of a participant's contribution not to 
exceed 6% of the employee's annual salary. All full-time employees are eligible to 
participate. Matching contributions made by the Association for the years ended June 30, 
2012 and 2011 were $1,351 and $1,301, respectively. 

Note 7 - Subsequent Events 

Subsequent events have been evaluated through December 26, 2012 and it has been 
determined that no significant events have occurred for disclosure. December 26,2012 is 
the date that the fmancial statements were available to be issued. 

13 
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Î uFFEY, HUFFMAN, RAGSDAI.E & SOIGNIER 

John L. Luffey. MBA, CPA (1963-2002) 
Francis 1, Huffman, CPA 
PhilipA. Ragsdale, CPA 
David Ray Soignier. CPA, MBA 

(A PROFESSIONAI, ACCOUNTING CORPORATION) 

CERTIFIED PUBLIC ACCOUNTANTS 

John Herman, CPA 
LynnAndries, CPA 
Esther Atteberry, CPA 
Lori Woodard. MBA, CPA 

REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON 

AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Directors 
The Arc of Morehouse 
Bastrop, Louisiana 

We have audited the fmancial statements of The Arc of Morehouse (a nonprofit organization, the 
Association) as of and for the year ended June 30, 2012, and have issued our report thereon dated 
December 26, 2012. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to fmancial audits contained in 
Government Auditing Standards, issued by the Comptroller General ofthe United States. 

Intemal Control over Financial Reporting 

Management of the Association is responsible for establishing and maintaining effective Internal 
control over fmancial reporting. In planning and performing our audit, we considered the 
Association's intemal control over financial reporting as a basis for designing our auditing 
procedures for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness ofthe Association's intemal control over 
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the 
Association's intemal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned fimctions, to prevent, 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in intemal control such that there is a reasonable possibility that a 
material misstatement ofthe entity's financial statements will not be prevented, or detected and 
corrected on a timely basis. 

Our consideration of intemal control over financial reporting was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over financial reporting that might be deficiencies, significant deficiencies, or material 
weaknesses. We did not identify any deficiencies in intemal control over fmancial reporting that we 
consider to be material weaknesses, as defined above. 

1100 North 18th street Monroe. Louisiana 71201 
Tel: (318)387-2672 • Fax: (318)322-8866 • Website: www.afuilservicecpafirm.com 

MEMBERS OF THE AMERICAN INS^ttjTE OF CERTIFIED PUBLIC ACCOUNTANTS 

http://www.afuilservicecpafirm.com


The Arc of Morehouse 
Bastrop, LA 

CompHance and Other Matters 

As part of obtaining reasonable assurance about whether the Association's financial statements are 
fi-ee of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion 
on compHance with those provisions was not an objective of our audit, and accordingly, we do not 
express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported imder Government Auditing Standards. 

This report is intended solely for the information and use of management ofthe Arc of Morehouse, 
its Board of Directors, others within the entity, other entities granting funds to the Association, and 
the Legislative Auditor for the State of Louisiana and is not intended to be and should not be used by 
anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this report is 
distributed by the Legislative Auditor as a public document 

(A Professional Accounting Corporafion) 

December 26,2012 
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The ARC of Morehouse 
Bastrop, Louisiana 

Summary Status of Prior Year Findings 
For the Year Ended June 30, 2012 

11-01 Inadequate documentation supporting Medicaid billings 

Finding: 

During the 2010 - 2011 fiscal year, an audit performed by the Louisiana Department of Health & 
Hospitals (DHH) into The Arc of Morehouse's (the Association) documentation supporting its 
Medicaid billings revealed insufficient support for certain items as prescribed by Medicaid and DHH 
guidelines. In particular, these issues related to the manner in which transportation records were kept 
and the billing of days for which certain clients were under hospital care. It was recommended that 
the Association personnel review and maintain all supporting documentation and familiarize 
themselves with Medicaid and DHH guidelines to ensure that all Medicaid billings are properly 
supported. 

Status: 

This issue has been resolved. 

11-02 Financia! statements not filed timely 

Finding: 

Louisiana Revised Statute 24:513 requires that the Association prepare and submit its audited 
financial statements to the Louisiana Legislative Auditor no later than six months after the end ofthe 
most recent fiscal year. Due to significant health issues experienced by the Business Manager and the 
resulting delays in the audit process, audited financial statements were not able to be submitted 
within the time frame prescribed by law. In light of these conditions, an extension with the 
Louisiana Legislative Auditor was requested and received. It was recommended that the Association 
personnel take necessary steps to ensure that audited financial statements are able to be submitted by 
the prescribed deadline in fiiture periods. 

Status: 

This issue has been resolved. 
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